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After the sub-prime crisis, how to effectively regulate the liquidity of financial 
markets has become the focus of the central bank. Because the inter-bank bond 
market is the platform for open market operations and has a huge scale, its situation of 
liquidity is particularly valued. The interbank bond market has been developing 
rapidly since its establishment in 1997. The volume of its transactions in 2015 reached 
547.3 trillion Yuan, much bigger than the trading volume of the A-share market. 
However, the rapid growth of the interbank bond market raises one important 
question—— what and how did money supply shocks affect the interbank bond 
market? This paper tries to answer this question by investigating the impacts of 
money supply on the liquidity of the interbank bond market over the period 2003 to 
2016. 
The first chapter of the article describes both the background and the significance 
of this paper. The second chapter is about literature retrieval. In chapter three, I take 
analysis of the present situations of money supply, the interbank bond market and the 
liquidity of the interbank bond market. In chapter four, I try to understand the linkages 
between money supply and the interbank bond market liquidity. In addition, I want to 
know what the factors that impact the interbank bond market are. According to the 
theoretical analysis, I find the other four main factors besides money supply that 
affect the interbank bond market. They are macroeconomic factor, stock market yield, 
funding liquidity and interbank bond market volatility. The analysis in previous 
chapters is the basis of the empirical part which is to further investigate, within the 
context of theoretical framework and situation analysis above, the dynamic linkages 
between money supply and the interbank bond market liquidity in chapter five. In this 
chapter I take ADF unit root test first to investigate the stability of the variables. 
Knowing the variables are stable, I construct a Markov-Switching VAR model and 
take impulse response analysis to examine the specific relationship between money 














Though there still exist some differences, the conclusion of the empirical section 
is basically consistent with the theoretical expectation. Based on the results of the 
previous chapters, this paper supplies some policy recommendations for the 
government, suggesting that the government should take reform in both the monetary 
policy and the interbank bond market to improve the liquidity situation. 
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在托管量上，银行间债券市场的债券托管量在 1997年底仅 725亿元，到 2015
年底其债券托管量已达到 43.9万亿元；在二级市场的交易量上，银行间债券市
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